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INTRODUCTION 

Production  control  has  been  a  persistent  feature  of  farm  relief 
measures  for  nearly  40  years.  As  related  below  at  various  places 
in  the  chronology  of  farm  measures,  the  attitudes  toward  production 
control  and  the  programs  proposed  to  put  it  into  effect  have  varied 
widely.  VVheat  has  always  been  in  or  near  the  front  among  crops 
which  appeared  to  be  candidates  for  control  programs.  Production 
control  suggests  limitation  of  marketing  rights.  However,  under 
historic  programs  as  shown  below,  production  and  marketing  controls 
have  been  applied  to  acreage,  an  input,  rather  than  to  output.   In 
this  study  some  problem  aspects  of  a  recurring  wheat  program  pro- 
posal, Domestic  Parity,  are  examined.   The  goals  are  (a)  to  discover 
how  production  in  given  states  and  areas  of  the  country  may  be 
affected  under  two  proposed  programs,  (b)  to  examine  the  basis  for 
proposals  for  allocation  of  marketing  quotas  among  states  and  regions 
under  Domestic  Parity,  and  (c)  to  suggest  changes  in  the  commonly 
proposed  rules  for  allocating  marketing  rights,  so  that  these  rights 
may  be  more  appropriately  distributed  among  producers  who  intend  to 
market  wheat  for  domestic  food  consumption.   Before  these  analyses 
are  made  a  brief  review  of  wheat  legislation  is  given,  largely  for 
the  purpose  of  establishing  the  history  of  production  control  and 
allocation  of  marketing  rights. 

The  first  government  wheat  program  began  in  1917.   Its  purpose 
was  to  stimulate  production  to  meet  domestic  requirements  and  to 
provide  food  supplies  desperately  needed  by  Britain  and  France. 
Poor  yields  kept  production  below  the  amount  desired  in  spite  of 
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the  large  increases  in  acreage  in  1918  and  1919.  The  United  States 
government  guaranteed  minimum  prices  for  the  1916  crop  and  later 
took  over  control  of  the  entire  wheat  supply.  The  program  was  co- 
ordinated by  the  Federal  Administration  Grain  Corporation  with 
authority  either  to  buy  or  sell  wheat  at  the  specified  price* 

With  the  end  of  World  War  I  there  was  a  sharp  decrease  in  the 
demand  for  export  wheat.  The  effects  of  the  acreage  expansion 
induced  by  guaranteed  prices  and  patriotic  appeals  reached  a  peak 
in  1919  with  harvesting  of  nearly  74  million  acres.  However,  the 
Federal  Administration  Grain  Corporation  no  longer  was  in  operation 
since  its  basic  purpose  had  been  fulfilled.  Consequently,  with  a 
limited  and  declining  export  market  and  a  stable  domestic  demand 
there  was  a  need  for  an  adjustment  in  production  if  prices  were  to 
be  maintained.   But  production  fell  only  slightly  and  by  1921,  the 
price  had  dropped  to  less  than  half  the  1919  price  as  seen  in  Table  1. 

Cooperatives 

Orderly  Marketing.  During  the  1920' s  farm  groups  achieved  more 
effective  organization  and  greater  political  power  than  ever  before. 
Their  major  objectives  included:   (1)  developing  a  strong,  semi- 
monopolistic  cooperative  marketing  system;  (2)  raising  the  prices 
of  agricultural  products  through  direct  government  action;  and  (5) 
solving  farm  problems  through  changes  in  credit  organization  and 


Murray  R.  Denedict  and  Oscar  C.  Stine,  The  Agricultural 
Commodity  Programs,  p.  100. 
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Table  1. 

Wheat  acre 

harvettc. 

1.  avert. 

vie 

Id, 

production, 

and  season  i 

average  price  (1913-19 

32) 

a 

i      Acrea  e 

■ 

• 

Aver  a  ;« 

J  Production 

Season  average 

i   harvested 

• 
• 

yield 

:   in  bu. 

price 

Year 

:    (000) 

: 

Uu.) 

:  1 000.0001 

( cenc  oer  bu, ) 

1915 

52,012 

14.4 

751 

79.4 

1914 

55,613 

16.1 

897 

97.4 

1915 

60,303 

16.7 

1,009 

96.1 

1916 

53,510 

11.9 

635 

143.4 

1917 

46,767 

13.2 

620 

204.7 

1918 

61,068 

14.8 

904 

205.0 

1919 

73,700 

12.9 

952 

216.3 

1920 

62,358 

13.5 

843 

182.6 

1921 

64,566 

12.7 

819 

103.0 

1922 

61,397 

13.8 

847 

96.6 

Agricultural  Statistics,    1937,   United  States  Department  of 
Agriculture,   pp.   9-10. 

policy.1 

The  movement  for  "orderly  marketing"  by  cooperative  selling 
agencies  was  intended  to  give  the  farmer  a  solution  to  production 
problems.   Orderly  marketing  was  defined  as  "the  marketing  of  the 
commodity  at  the  right  time  and  place,  in  the  right  quantity  and 
quality".2  This  was  one  means  by  which  the  farmers  strived  to  cor- 
rect the  lower  farm  prices  without  direct  government  intervention. 

Adoption  of  the  monopoly  principle  as  a  model  made  it  important 
that  the  legal  standing  and  limitation  of  the  cooperative  associa- 
tions be  clearly  defined.   In  1922,  a  cooperative  marketing  bill 
known  as  the  "Capper- Volstead  Act"  was  passed  for  this  purpose. 

The  market  price  of  wheat  depended  primarily  upon  the  amount 


TAurray  R.  Benedict,  Farm  Policies  of  the  United  States. 
1790-1950,  p.  234.        — _     , 

aH.  Clyde  Filley,  Cooperation  in  Agriculture,  p.  411. 


of  wheat  that  had  been  produced  and  would  bo  marketed  during  the 
year,   .rom  the  standpoint  of  orderly  marketing  the  logical  time 
for  the  United  States  to  sell  the  major  part  of  its  surplus  was 
during  the  months  when  other  export  nations  placed  little  wheat  on 
the  world  market.   These  months  were  immediately  following  harvest. 
During  this  period  farmers  actually  sold  the  most  wheat  and  United 
States  exports  were  the  heaviest.   Therefore,  since  wheat  was 
marketed  In  an  orderly  manner,  the  organization  seeking  to  improve 
prices  faced  a  difficult  task. 

During  this  period  many  marketing  cooperatives  were  established. 
They  were  widely  dispersed  and  had  only  partial  coverage  of  agri- 
cultural areas,  so  they  did  not  constitute  a  monopolistic  market- 
ing institution.   This  break-down  in  the  first  objective  of  the 
farm  organisations  brought  on  a  second  failure  In  the  scheme  for 
orderly  marketing,  that  of  raising  the  prices  of  agricultural  pro- 
ducts.  Since  the  cooperatives  were  unable  to  control  the  markets, 
they  were  also  unable  to  control  production.  The  control  of  pro- 
duction was  the  principal  purpose  of  the  Sapiro  Campaign  for 
orderly  marketing.  As  seen  in  Table  2,  wheat  production  remained 
fairly  stable  during  the  period  of  1922  to  1927,  with  the  exception 
of  1925,  The  acreage  seeded  in  1925  was  similar  to  other  years, 
61,736,000  acres.  Due  to  Inclement  weathor  the  yield  was  only  10.8 
bushels  per  seeded  acre  with  an  output  of  668,700,000  bushels. 
This  was  a  reduction  from  the  previous  year  of  approximately  180 


■'■Ibid.,  p.  417. 


million  bushels. 

Even  though  there  was  some  increase  in  the  average  price  per 
bushel  from  1923  to  1925,  the  factors  affecting  the  increase  could 
not  be  attributed  to  a  reduction  in  total  wheat  production.  There 
was  an  upward  trend  in  production  but  exports  fell  from  224,900,000 
to  163,687,000  bushels  from  1922  to  1928. 


Table  2.   Acreage  seeded,  yield  per  seeded  acre,  total  pro* 
duction  of  wheat,  and  average  price  per  bushel, 
United  States,  1921-1928 «a 


: Average  price: 

Acres 

:   Tlfcld  p*9    1 

Bushels 

Year  of 

:  per  bushel  : 

seeded 

:    seeded   ! 

produced 

harvest 

:    (cents)    : 

(000) 

:  acre  (bu.)  : 

(000) 

1921 

103.0 

67,681 

12.1 

818,964 

1922 

96.6 

67,163 

12.6 

846,649 

1923 

92.6 

64,590 

11.8 

759,482 

1924 

124.7 

55,706 

15,1 

841,617 

1925 

143.7 

61,738 

10.8 

668,700 

1926 

121.7 

60,712 

13,7 

832,213 

1927 

119.0 

65,661 

13.3 

875,059 

1928 

99.8 

71,152 

12.9 

914,373 

Agricultural  Statistics,  1952,  United  States  Department  of 
Agriculture. 

Many  farm  plans  were  introduced  during  this  period  for  the 
purpose  of  raising  the  prices  of  farm  products.  Most  of  these  were 
not  accepted  because  they  failed  to  meet  the  common  views  on  the 
role  of  government  or  were  too  sectional.  Farm  organizations  and 
Government  officials  were  conservative  and  therefore  inclined  to 
the  status  quo  in  agricultural  policy.1  Laws  which  were  passed 
did  not  correct  the  problems  of  agriculture  and  it  became  evident 


"Benedict,  loc.  cit. 


in  later  years  that  more  radical  measures  were  necessary  for  what 
was  hoped  to  be  an  effective  agricultural  policy. 

The  McNary-Haugen  Proposals »  A  new  farm  program  involving 
an  important  shift  in  policy  was  drafted  by  George  N.  Peek  and 
Hugh  S.  Johnson  of  the  Moline  Plow  Company,  Their  proposals  in- 
itiated one  of  the  most  bitterly  fought  legislative  battles  of  the 
decade  and  became  known  as  the  McNary-Haugen  plan.  The  main  features 
of  their  proposal  were: 

The  doctrine  of  protection  must  be  revised  to  insure 
agriculture  equality  of  tariff  protection  and  a  fair  exchange 
value  with  other  com;  ;odities,  on  the  domestic  market,  or  the 
protective  principle  must  perish. 

It  can  be  so  revised  only  by  some  plan,  in  respect  of 
surplus  crops,  to  equalize  supply  with  demand  on  the  domestic 
market,  at  not  to  exceed  fair  exchange  value  with  other  comm- 
odities, to  protect  that  value  by  a  tariff,  and  to  divert 
surplus  to  export  and  sell  It  at  world  price.*- 

It  was  proposed  that  a  overnment  export  corporation  be  estab- 
lished to  buy  specified  agricultural  commodities  on  a  scale  suffi- 
cient to  bring  the  domestic  price  up  to  the  "ratio-price"  with  no 
restrictions  on  production.  The  ratio-price  was  defined  as  the 
amount  which  would  bear  the  same  relation  to  the  general  price 
level  as  the  price  of  the  commodity  supported  had  borne  to  the 
general  price  level  in  the  period  just  prior  to  the  war,  a  period 
regarded  as  one  of  normal  and  equitable  relationships. 

The  prewar  price  of  each  commodity  entering  into  the  Bureau  of 
Labor  Statistics  wholesale  price  index  would  have  been  taken  as  100 
for  the  purpose  of  comparison.  As  price  rose  and  fell  after  that 


1Ibid.,  p.  209. 


period,  the  weighted  average  of  their  percentage  change  would  have 
given  the  new  all-commodity  index  for  any  given  year.1  This  price 
was  later  to  be  known  as  "parity"  price,  with  some  modification. 
To  maintain  prices  at  this  level,  the  corporation  would  have  pur- 
chased wheat  in  excess  of  domestic  needs  and  resold  it  abroad  at 
whatever  price  prevailed  in  the  world  market.  Tariffs  were  to  be 
imposed  at  the  difference  between  domestic  ratio-price  and  world 
price  to  prevent  wheat  from  being  imported  at  a  profit.  To  provide 
funds  to  offset  the  loss  from  selling  wheat  abroad,  the  first  pur- 
chaser of  wheat  would  pay  the  farmer  partly  in  cash  and  partly  in 
scrip.  The  scrip  was  to  be  redeemed  through  the  corporation  at  the 
end  of  the  year  at  a  rate  reflecting  the  losses  incurred  through 
exporting  the  surplus.   It  was  assumed  that  lower  redemption  value 
of  the  scrip,  as  the  result  of  a  large  crop,  would  focus  attention 
on  the  export  surplus  and  cause  growers  to  cut  back  on  production.^ 

Even  though  the  McNary-Haugen  proposals  failed  five  times  from 
1924  to  1929  through  congressional  rejection  or  presidential  veto, 
they  were  forerunners  of  national  agricultural  policies  which  were 
to  become  important  in  the  next  decade. 

The  important  point  for  this  discussion  is  that  Peek  and  other 
agricultural  leaders  were  very  much  against  any  restriction  of  any 
kind  of  agricultural  production  restriction.  Before  the  House 
Agriculture  Committee  Peek  stated? 


1Ibid.,  p.  212. 
d.,  p.  213. 
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'I  can  only  conclude  that  it  (restriction)  means  that 
agriculture  must  stop  exporting,  that  cotton,  tobacco,  wheat, 
corn,  rice,  and  livestock  production  must  be  ree trie ted  to 
domestic  requirements,  while  industry  ....  is  permitted  to 
continue  in  the  world  market  at  world  prices  independent  of 
the  portion  used  in  America.'   Such  a  policy,  he  argued,  would 
not  benefit  the  American  farmers.   To  restrict  production  to 
American  demands,  he  said,  would  starve  out  many  producers 
and  ultimately  result  in  an  expansion  of  industry  and  the  con- 
traction of  agriculture.1 

As  with  past  farm  programs,  differences  over  the  role  of 
national  gov  rnraent  were  another  important  conflict  between  Peek's 
supporters  and  their  opponents. 

The  Farm  Board.  At  the  beginning  of  the  Hoover  Administration 

(1929)  a  special  session  of  Congress  was  called  to  consider  some 

type  of  agricultural  relief.   On  June  15,  1929,  the  Agricultural 

Act  of  1929  was  passed.  The  Act  declared  it  to  be  the  policy  of 

Congress: 

To  promote  the  effective  merchandising  of  agricultural 
commodities  in  interstate  and  foreign  commerce,  so  that  the 
industry  of  agriculture  will  be  placed  on  a  basis  of  equality 
with  other  industries,  and  to  that  end  to  protect,  control, 
and  stabilize  the  currents  of  interstate  and  foreign  commerce 
in  the  marketing  of  agricultural  commodities  and  their  food 
products .2 

The  Farm  Board  appointed  under  the  1929  Act  consisted  of  eight 
members  appointed  by  the  President  and  was  fairly  representative 
of  the  major  agricultural  commodities.   A  revolving  fund  of  $500 
million  was  provided  for  carrying  out  the  provisions  of  the  Act. 
The  Board  was  authorized  to  make  loans  to  cooperatives  for: 

1.  Effective  merchandising  of  agricultural  commodities; 


1Gilbert  C.   Fite,    George  M.   Peek  and  the  Fight  for  Farm  Party, 
p.    129. 

2Benedict,    o£.    cit.,   p.   240. 
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2.  Cons J;mct ion  or  acquisition  of  facilities; 

3.  Formation  of  clearing  house  associations; 

4.  Extending  membership  of  the  cooperative  associations; 

5.  Making  higher  advances  to  growers  than  could  be  provided 
through  other  credit  agencies •■*- 

Cooperative  marketing  associations,  producer  owned  and  con- 
trolled, were  designed  to  carry  out  the  Act.   It  was  their  inten- 
tion to  prevent  inefficient  and  wasteful  methods  of  distribution, 
minimize  speculation,  encourage  the  organization  of  producers  into 
effective  associations  or  corporations,  and  aid  in  preventing  and 

controlling  surplus  in  any  agricultural  commodity  through  orderly 

o 

production  and  distribution. 

The  Farm  Board  had  scarcely  started  when  the  financial  panic 
of  1929  occurred.  This  time  the  problem  was  .;ore  serious  than  in 
the  early  twenties,  for  now  urban  people  were  out  of  work.  The 
events  of  previous  years  had  demonstrated  tnat  tne  prosperity  of 
agriculture  depends  heavily  upon  the  buying  power  of  non-farm 
people.  The  Federal  Farm  Board  was  not  designed  primarily  as  a 
device  for  meeting  emergencies.  The  functions  assigned  to  it  were 
inappropriate  for  accomplishing  even  the  original  objectives.  As 
a  result  of  the  depression  it  was  doomed  to  failure  from  the  begin- 
ning. The  experience  of  the  Federal  Farm  Board  had  important  impli- 
cation for  future  policy.  First,  with  a  declining  demand,  the 


J-Loc.  clt. 

^Harold  C-.  Halcrow,  .agricultural  Policy  of  the  United  States, 
p.  259. 
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Board  was  unable  to  stabilize  prices  through  storage  alone.  Second, 
during  periods  of  stor.        oard  appeared  to  strengthen  the 
wheat  and  cotter:  markets,  but  the  subsequent  unloading  of  these 
stocks  depressed  prices.  Third,  the  Board  found  itself  unable  to 
control  production  by  voluntary  means  • 

Again  the  attempt  of  cooperative  marketing  associations  failed, 
as  was  the  case  in  the  middle  twenties.  The  board  in  its  last 
report  stated  that  unless  there  was  a  means  of  increasing  the  demand 
of  the  consumers  the  only  alternative  method  of  improving  the  prices 
of  farm  products  would  be  a  more  definite  control  of  production. 
Some  effects  of  the  attempt  at  acreage  reduction  by  voluntary  means 
can  be  seen  in  Table  5  in  a  subsequent  section  of  this  report. 
Acreage  seeded  during  the  administration  of  the  Federal  .barm  Board, 
1929  to  1933,  rose  by  two  million  acres.   In  1929  and  1930  acreage 
seeded  remained  stable  at  approximately  67  million  acres.   It 
dropped  to  66  million  acres  in  1931  and  remained  at  this  level 
until  1933  when  there  was  a  three  million  acre  increase. 

The  Roosevelt  bra 

Agricultural  Act  of  1955.  The  sweeping  victory  of  the  Demo- 
crats In  the  election  of  1932  made  possible  a  new  farm  program 
which  placed  emphasis  on  efforts  to  raise  farm  prices  by  adjusting 
^cultural  production  downward  and  through  attempts  to  increase 

demand • 


1Ibld.,  p.  262. 
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On  May  12,  1933,  the  Agricultural  Act  of  1933  was  passed. 
Title  I  of  the  Act  established  the  Agricultural  Adjustment  Adminis- 
tration.  It  was  authorized  to  enter  into  voluntary  agreements  with 
farmers  for  the  reduction  of  acreage  of  "basic"  crops  (wheat,  cot- 
ton, tobacco,  corn,  rice,  and  peanuts),  to  store  crops  on  the  farm 
and  make  advances  on  them,  and  to  enter  into  marketing  agreements 
with  producers  and  handlers  of  farm  products  for  stabilizing  prices. 
To  finance  the  crop  reduction  program,  the  Act  provided  for  the 
levying  of  a  processing  tax.^- 

The  Act  gave  little  or  no  emphasis  to  long-range  agricultural 
planning.  It  was  oriented  specifically  to  meet  an  emergency  situa- 
tion. As  stated  by  Nourse,  Davis,  and  Black: 

The  theory  of  the  Agricultural  Adjustment  Act  as  an  emer- 
gency matter  embraced  three  points: 

1.  Relief  was  to  be  brought  to  the  farming  population 

by  improvement  of  incomes  through  price  enhancement  and  through 
use  of  » benefit  payments1  which  would  put  in  their  hands  at 
once  a  substantial  amount  of  money  so  that  they  might  keep 
their  farm  properties  intact,  make  necessary  outlays  for  equip- 
ment and  farm  supplies,  and  finance  expenditures  for  consump- 
tion. 

2.  The  benefit  payments  were  to  be  drawn  in  the  main 
from  special  excise  taxes  on  the  commodity,  on  the  theory  that 
in  this  manner  consumers  and  processors  would  be  brought  to 
pay  a  'fair  exchange  value*  for  such  part  of  the  product  as 
was  currently  consumed  Instead  of  an  abnormally  low  price 
which,  It  was  alleged,  had  been  brought  about  by  the  piling 

up  of  inordinate  stocks  because  of  farmers  inability  to  check 
their  operations  so  as  to  keep  in  step  with  the  declining 
effective  demand  of  the  market. 

3.  Such  supplementary  income  was  not  to  be  diverted  into 
the  hands  of  all  farmers  indiscriminately  but  was  to  be  a 
quid  pro  quo  to  those  who  agreed  to  participate  in  a  program 


Benedict,  o£.  cit. ,  p.  283. 
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of  controlled  production.  This  control  scheme  was  designed 
to  produce  a  supply  and  demand  situation  which  would  bring 
about  a  level  of  prices  which  would  be  remunerative  to  farmers. 
This  goal  was  defined  a  'parity',  that  is,  prices  which  would 
restore  the  purchasing  power  of  agricultural  commodities  to 
the  level  which  had  obtained  on  the  average  in  a  previous 
period,  typically  the  five  years  ending  July  1914. ^ 

The  policies  set  forth  in  the  Agricultural  Adjustment  Act  of 
1933  were  defended  by  the  new  administration  as  required  by  econ- 
omic conditions  and  in  accordance  with  social  justice  and  progress. 

alancing  the  production  and  consumption  of  farm  products,  and 
improving  the  methods  used  in  marketing  such  products  were  impor- 
tant steps  toward  re-establishing  farmers'  purchasing  power.  Farmers 
as  a  group  had  been  unable  to  adjust  total  production  to  reduced 
domestic  and  world  demands.  The  accumulation  of  excessive  supplies 
of  certain  products  intensified  the  decline  in  the  prices  of  part- 
icular products.  Defective  marketing  methods  tended  to  reduce 
farm  income.   Improvements  in  such  marketing  methods  would  increase 
returns  to  farmers.2 

The  Agricultural  Adjustment  Act  combined  several  major  attacks 
on  the  problem  of  over-production  and  low  prices  by:   (1)  direct 
payments  to  farmers  and  control  of  wheat  acreage  through  the  appli- 
cation of  the  "wheat  adjustment  plan";  (2)  cooperation  with  other 
countries  in  an  attempt  to  limit  wheat  exports  and  remove  restric- 
tions on  imports;  and  (3)  government  purchase  of  wheat  for  distri- 


^dwin  G.  Nourse,  Joseph  S.  Davis,  and  John  D.  Black,  Three 
Years  of  the  Agricultural  Adjustment  Administration,  p.  23. 

gMordecai  Ezeklel  and  Louis  H.  Bean,  Economic  Bases  for  the 
Agricultural  Adjustment  Act,  pp.  21-23. 
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but  ion  into  relief  channels.-'- 

The  wheat  adjustment  plan  was  adapted  from  the  "voluntary- 
domestic  allotment  plan"  developed  by  M.  L.  Wilson  and  others.  The 
allotment  concept  was  devised  for  removing  current  surpluses  and 
stabilizing  agricultural  output,  thereby  altering  the  supply  and 
demand  factors  so  as  to  have  the  law  of  supply  and  demand  work  for 

the  benefit  of  the  producer  and  promote  the  general  welfare  by 

o 

adjusting  prices  and  incomes.'' 

In  order  to  carry  out  the  objectives  of  the  program,  allotments, 
expressed  in  bushels,  were  assigned  to  land  farmed  by  each  partici- 
pating wheat  grower.   The  allotment  was  established  on  average  pro- 
duction of  the  land  during  a  base  period,  which  was  designated  as 
the  crop  years  1928  to  1932,   Average  wheat  production  for  the  base 
was  computed  at  844  million  bushels,  with  subsequent  adjustment 
increasing  the  production  to  860  million  bushels.   Approximately 
54  per  cent  or  460  million  bushels  was  domestically  consumed  as 
food,  making  it  subject  to  the  processing  tax.   Therefore,  the 
determined  "national  allotment"  of  460  million  bushels  was  pro-rated 
among  the  wheat-growing  states  and  into  the  wheat-growing  counties. 
It  was  implied  that  each  farm's  allotment  would  be  54  per  cent  of 
the  land  that  contributed  to  the  total  of  the  county  production 
during  the  base  period.  The  farm  allotment  pertained  to  land  on 
which  wheat  was  produced  and  not  to  the  producer.   Consequently, 


1 

•••Sherman  Johnson,  Wheat  Under  the  Agricultural  Adjustment  Act, 
pp,  4-5. 

^Ezekiel  and  Bean,  o£.  c i t . ,  p.  58. 
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the  farm  allotment  was  tied  to  the  land  and  could  not  be  transferred 
from  one  farm  to  another. 

The  acreage  reduction  was  computed  from  a  three  year  base, 
1930  to  1932,  for  the  individual  farm.  Farmers  entering  into  a 
contract  with  the  government  for  the  crop  ye<-.  rs  1934  and  1935  had 
to  reduce  their  acreage  below  the  base  period  acreage.  This  red- 
uction could  not  exceed  20  per  cent  and  would  be  prescribed  by  the 
Secretary  of  Agriculture.   If  no  acreage  reduction  was  required, 
the  acreage  seeded  could  notexceed  the  base  established  on  the 
farm.  The  grower  also  agreed  to  seed  wheat  acreage  that  would  pro- 
duce the  amount  of  the  farm  allotment  as  established  by  the  base 
period.  Therefore,  the  contract  set  maximum  and  minimum  limits  to 
the  wheat  acreage  of  cooperators.  The  minimum  acreage  was  specified 
in  each  contract.  Maximum  acreage  was  fixed  only  between  the  limits 
of  the. average  acreage  of  the  base  and  the  reduction  established 
by  the  Secretary  of  Agriculture,  which  was  a  maximum  of  20  per  cent. 
The  main  objectives  were  to  increase  cash  income  of  wheat  farmers 
as  soon  as  possible  and  reduce  output  of  wheat  to  curtail  the  annual 
carryover.1 

With  the  signing  of  the  International  ?faeat  Agreement,  August 
25,  1933,  cooperation  with  other  countries  was  established  in  an 
attempt  to  limit  wheat  exports  and  remove  restriction  on  imports. 
The  objective  was  to  raise  wheat  prices  through  reduction  of  supplies 
and  increase  consumption.  Exporting  countries  agreed  to  temporary 


•'■Johnson,  op_.  cit.,  p.  5. 


15 


limitation  on  wheat  exports  and  reduction  of  output.   Importing 
countries  agreed  to  gradual  removal  of  import  restrictions  and  the 
adoption  of  measures  to  promote  increased  consumption  of  wheat.*- 

Open  market  purchase  of  wheat  for  relief  purposes  began  in 
October  1933.  By  May  1934,  11,531,253  bushels  of  wheat  had  been 
distributed  for  relief  needs.2 

The  principal  parts  of  the  Agricultural  Adjustment  Act  of  1933 
were  abruptly  terminated  as  a  result  of  the  Supreme  Court's  ruling 
on  January  6,  1936,  in  U.  S.  vs.  Butler,  commonly  known  as  the 
Hoosac  Mills.3 

The  decision  handed  down  by  the  Court  in  reference  to  control 

of  agricultural  production  bj  the  federal  government  stated: 

The  act  invades  the  reserved  rights  of  the  states.   It 
is  a  statutory  plan  to  regulate  and  control  agricultural  pro- 
duction, a  matter  beyond  the  powers  delegated  to  the  federal 
government. 

Prom  the  accepted  doctrine  that  the  United  States  is  a 
government  of  delegated  powers,  it  follows  that  those  not 
expressly  granted,  or  reasonably  to  be  implied  from  such  as 
are  conferred,  are  reserved  to  the  states  or  to  the  people. 
To  forestall  any  suggestion  to  the  contrary,  the  Tenth  Amend- 
ment was  adopted.^  The  same  proposition,  otherwise  stated, 
is  that  powers  not  granted  are  prohibited.   Kone  to  regulate 
agricultural  production  is  given,  and  therefore,  legislation 
by  Congress  for  that  purpose  is  forbidden.^ 

Agricultural  Act  of  1956.  Within  a  few  weeks  new  legislation 
was  presented  to  Congress,  designed  to  avoid  the  constitutional 


1  Johnson,  op_.  clt.,  p.  6. 

2 Johnson,  on.  clt.,  p.  9. 

^Benedict,  op.  "clt.,  p.  348. 

^The  Tenth  Amendment  declares:   "The  powers  not  delegated  to 
the  United  States  by  the  Constitution,  nor  prohibited  by  it  to  the 
States,  are  reserved  to  the  states  respectively  or  to  the  people." 

^United  States  Report,  Cases  Adjudged  in  the  Supreme  Court, 
Oct.  terra,  1935,  Volume  297,  p.  68. 
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objectives  of  earlier  legislation.  This  was  the  Soil  Conservation 

and  Domestic  Allotment  Act  of  1936,  approved  February  29,  1936. • 

The  main  objective  of  the  Act  of  1936  was  to  re-establish: 

....  at  as  rapid,  rate  as  the  Secretary  of  Agriculture 
determines  to  be  practicable  and  in  the  general  public  interest, 
....  the  ratio  betv.een  the  purchasing  power  of  the  net 
income  per  person  on  farms  and  that  of  the  income  per  person 
on  farms  and  that  of  the  income  per  person  not  on  farms  that 
prevailed  during  the  five  year  period  August  1909  to  July 
1914  . 


»  .  • 


This  meant  a  change  from  a  price  objective  to  an  Income  object- 
ive, allowing  prices  to  fluctuate  above  and  below  parity  without 
interfering  with  the  policy  objective. 

The  program  under  the  Soil  Conservation  and  Domestic  Allotment 
Act  sought  to  change  farming  practices  in  the  interest  of  agricul  - 
tural  conservation.  Acreages  of  specific  crops  were  directly  affected 
as  balanced  cropping  systems  were  adopted.  The  conservation  pro- 
gram dealt  with  the  individual  farm  rather  than  basic  commodities 
o.s  did  the  production-adjustment  programs  under  the  Agricultural 
Adjustment  Act.^ 

State  and  county  committees  were  established  for  the  purpose 
of  carrying  out  and  recommending  changes  in  the  program.  As  a 
result  of  county  planning  committee  meet in  s,  a  recommendation  of 
six  per  cent  or  a  four  million  acre  reduction  in  wheat  in  the  in- 
terest of  3 oil  conservation  was  established  as  a  national  acreage 
goal.4 


•^United  States  Statutes  at  Lar,';e,  Vol.  49,  (1936),  p.  1148. 
2~Loc.  cit. 

5Ar.rlcul tural  Adjustment,  1936.  Vol.  4,  United  States  Depart- 
ment of  Agriculture,  p,  21. 
4Ibid.,  p.  33. 
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A  farm  base  acreage  for  crops  was  established  as  the  amount 
of  land  ordinarily  planted  on  the  farm.   Soil  depleting  bases  were 
established  on  each  participating  f  rm  to  measure  the  extent  of 
soil  conservation  and  soil  improvement,  and  to  determine  the  amount 
paid  the  individual  farmers  who  cooperate. 

Soil-depleting  base  was  defined  as  the  total  acreage  in  soil- 
depleting  crop3  on  that  farm  in  1935,  adjusted  for  unusual  conditions, 
These  adjustments  were  for  (1)  acreage  planted  to  soil-conserving 
and  soil-building  crops  in  1935  because  of  adjustment  programs, 
(2)  abnormal  weather  conditions,  and  (3)  farms  where  the  "farm's 
base  acreage"  was  similar  to  others  in  the  community.2 

"Soil-depleting"  crops  were  defined  as  cultivated  row  crops 
such  as  corn,  cotton,  and  tobacco,  and  small  grains  such  as  wheat 
and  oats.   "Soil-conserving"  crops  were  grasses,  legumes,  and  green- 
manure  crops.3 

Two  types  of  payment  were  offered  to  cooperating  farmers,  a 
"soil-building  payment"  and  a  "soil-conserving  payment".   The  soil 
building  payments  were  made  for  seeding  of  soil-building  crops. 
Soil  conserving  payments  were  made  for  shifting  acreage  from  soil- 
depleting  to  soil- conserving  crops.  Maximum  limits  on  the  payments 
were  established  to  protect  the  consumer  and  for  purposes  of  bud- 
get control.  Hates  were  based  upon  the  estimate  that  80  per  cent 
of  the  farmers  would  participate,  with  an  adjustment  of  not  to 


^Ibld.,  p.  41. 

^Loc.  clt. 

3l  iid.,  p.  42. 
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exceed  10  per  cent  if  participation  foil  short  or  exceeded  this.1 
Agricultural  Act  of  1953.   Soon  after  the  passage  of  the  Act 
of  1936,  plans  were  initiated  for  more  permanent  and  comprehensive 
legislation  for  adjustment  of  agricultural  production  and  the  main- 
tenance of  agricultural  Income. 

On  February  16,  1038,  the  Agricultural  Adjustment  Act  of  1938 
was  approved.   Title  I  consisted  of  amendments  to  the  old  base- 
acreage  plan  that  froze  allotment  rights  in  the  hands  of  those  who 
were  already  in  the  business.  Title  I,  Section  101,  stated: 

In  apportioning  acreage  allotments  under  this  section  in 
the  case  of  wheat  and  corn,  the  national  and  state  allotments 
and  the  allotments  to  counties  shall  be  apportioned  annually 
on  the  basis  of  the  acreage  seeded  for  the  production  of  the 
commodity  d  .ring  the  ten  calendar  years  immediatel/  proceeding 
the  calendar  year  in  which  the  national  acreage  allotment  is 
determined  (plus,  in  applicable  years,  the  acreage  diverted 
under  previous  agricultural  adjustment  and  conservation  pro- 
grams), with  adjustments  for  abnormal  weather  conditions  and 
trends  in  acreage  during  the  applicable  period.   In  the  case 
of  wheat,  the  allotment  to  any  co-inty  shall  be  apportioned 
annually  by  the  Secretary,  through  the  local  committees,  among 
the  farmers  within  such  county  on  the  basis  of  tillable  acres, 
crop  rotation  practices,  type  of  soil,  and  topography.  Not 
more  than  3  per  centum  of  such  county  allotment  shall  be  appor- 
tioned to  farms  on  which  wheat  has  not  been  planted  during  any 
of  the  three  marketing  years  immediately  preceeding  the  mar- 
keting year  in  which  the  allotment  is  made. 2 

The  national  wheat  acreage  allotment  was  defined  by  the  Act 

as  the  acreage  which  at  average  yields  produce,  with  carry-over 

from  previous  year,  not  less  than  130  per  cent  of  a  year' s  normal 

domestic  consumption  and  export  requirements.  The  30  per  cent  over 

the  requirements  represented  a  reserve  supply  of  more  than  double 


Jlbid,,  p.  43. 

2 Agricultural  Adjustment  Act  of  1938,  as  amended,  Title  I, 
Section  101. 


19 


the  average  carry-over  of  normal  years,  and  was  made  available  to 
meet  new  export  markets  or  maintain  market  supplies  in  years  of 
short  crops.  Since  the  1038  crop  had  already  been  seeded,  the 
acre ace  allotment  for  the  1938  harvest  was  used  only  as  a  basis  for 
calculating  benefit  payments  on  62,500,000  acres.   Seeded  acreage 
for  harvest  In  1938  was  approximately  80,000,000  acres.   It  was 
estimated  that  the  national  allotment  for  1939  figured  according 
to  the  formula,  would  probably  have  been  not  more  than  46,000,000 
million  acres,  a  reduction  of  more  than  40  per  cent. 

To  avoid  the  necessity  for  extensive  acreage  reduction  and, 
therefore,  a  possible  reduction  in  ijneome,  an  amendment  was  passed 
providing  that  the  whe  allotment  for  1939  would  not  be 

less  than  the  55  million  acres,*  The  acceptance  or  rejection  of 
the  allotment  as  a  basis  of  production  was  ent  rely  voluntary  with 
the  individual  producer,  but  compliance  was  a  prerequisite  to  eli- 
gibility for  price-supporting  loans. 

The  Act  sought  to  provide  for  a  continuous,  stable  flow  of 
major  farm  products  into  the  nation1 s  markets  at  prices  fair  tfl 
both  producers  and  consumers.   To  attain  this  the  Act  provided  for 
the  regulation  of  surplus  commodities  by  a  reserve  storage  provis- 
ion, for  protecting  commodity  price  levels,  for  loans  on  stored 
commodities,  and  for  regulation  of  marketing  through  marketing 
quotas  under  definite  conditions  and  in  times  of  actual  existence 
of  surplus  emergencies. 


•J-A-jrloultural  Adjustment,.  1957-58,  United  States  Department 
of  Agriculture,  p,  12," 
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The  storage  provisions  authorized  the  Commodity  Credit  Cor- 
poration to  make  loans  available  on  agricultural  commodities.  The 
purpose  of  the  loans  was  to  encourage  storage  in  times  of  surplus 
by  making  it  at  least  as  profitable  as  immediate  marketing,  with 
the  probability  of  it  being  even  more  profitable.   Quotas  regulat- 
ing the  amount  of  a  commodity  which  could  be  marketed  without  pen- 
alty during  the  marketing  year  were  applicable  when  specified  con- 
ditions of  overall  supply  existed.   The  specified  conditions  were 
defined  as  the  anticipated  production  and  carry-over  from  the  pre- 
vious marketing  year.   If  this  supply  exceeded  35  per  cent  of  a 
normal  year's  domestic  consumption  and  export  requirement,  a  nat- 
ional marketing  quota  was  proclaimed  for  the  following  year.1  The 
national  wheat  marketing  quota  was  the  number  of  bushels  equal  to 
a  normal  year's  domestic  requirements  and  exports,  plus  30  per  cent, 
less  the  carry-over  from  the  proceeding  year  and  less  the  amount 
of  wheat  which  would  be  estimated  as  being  required  on  farms  for 
seed  or  a  feed  for  livestock  during  the  marketing  year.2  Market- 
ing quotas  were  to  be  approved  by  at  least  two-thirds  of  the  effected 
producers  voting  in  a  referendum.  Acreage  allotments  could  have 
been  rejected  under  any  circumstances  by  the  individual  producer, 
but  marketing  quota,  once  it  was  accepted  by  the  producers  as  a 
group,  applied  equally  to  all  individuals  designated  by  the  terms 
of  the  Act  and  quota  violators  were  subject  to  price  penalty  for 


^Agricultural  Adjustment,  193t-59,  United  States  Department 
of  Agriculture,  p.  16. 
2Loc.  cit. 
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excess  marketing. 


On  December  26,  1941,  an  amendment  was  made  to  the  Agricultural 
Adjustment  Act  of  1938,  on  the  provision  of  the  marketing  quota 

program.   It  provided  that  a  farm's  marketing  quota  should  not  be 

o 
less  than  the  normal  production  of  wheat  on  the  acreage  allotment. 

Therefore,  the  farmer  who  planted  within  his  allotment  could  have 

marketed  all  he  produced  since  adjustment  was  made  at  seeding  time 

when  the  acreage  allotment  was  adjusted. 

World  War  II,  Soon  after  the  beginning  of  World  War  II  a 
complete  reverse  of  agricultural   olicy  was  sought,  A  transition 
from  acreage  restriction  and  price  support  to  no  acreage  restric- 
tion and  incentive  payments  for  overplanting  was  made  to  meet  the 
expected  demand  of  the  war. 

Legislation  in  the  latter  part  of  World  War  II  provided  for 
price  supoort,  approximately  90  per  cent  of  parity,  for  two  years 
after  declaration  that  hostilities  had  ceased.   This  rigid  price 
support  began  the  first  January  immediately  following  the  declara- 
tion. On  December  31,  1946,  the  President  Issued  the  declaration 
thereby  terminating  rigid  price  supports  by  the  end  of  1948.  This 
forced  Congress  to  begin  consideration  of  new  and  more  permanent 
legislation.   If  Congress  did  not  desire  new  legislation,  then  the 
legislation  of  the  1930' s  would  be  in  effect.3 

The  price  guarantees  to  continue  for  two  years  after  the  war 


1Ibid.,  p.  20. 


^Agricultural  Adjustment,  1941,  United  States  Department  of 
Agriculture,  p.  23. 

5Benedict,  op_.  cit.,  p.  472. 
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were  the  means  chosen  to  prevent  a  disastrous  break  in  farm  prices 
similar  to  that  which  had  followed  "or Id  War  I. 

The  level  of  wheat  carry-over  was  low  in  spite  of  the  annual 
production,  one  billion  bushels,  during  this  period.  The  July  1, 
1945,  carry-over  for  wheat  was  279  million  bushels;  1946,  100  million 
bushels;  and  1947,  84  million  bushels.  •*- 

With  a  continued  strong  demand  for  wheat  in  relation  to  the 
supply,  any  acreage  restriction  during  this  period  would  only  create 
an  inflationary  effect  on  farm  prices. 

Post-War  Amendments 

Agricultural  Act  of  1948.  A  compromise  bill  was  finally  passed, 
known  as  the  Agricultural  Act  of  1948.   Title  I  (January  1,  1949- 
June  30,  1950)  designated  that  the  prices  of  cotton,  wheat,  corn, 
rice,  peanuts,  and  tobacco  were  to  be  supported  at  90  per  cent  of 
parity  to  cooperating  farms  until  June  30,  1950,  if  producers  had 
not  disapproved  marketing  quotas  for  the  commodity  for  the  market- 
ing year  beginning  in  the  calendar  year  the  crop  was  to  be  harvested. 
(Prices  to  non-cooperators  were  to  be  supported  at  60  per  cent  of 
the  rate  to  coopcrators  and  only  on  that  portion  of  the  crop  sub- 
ject to  penalty  if  marketed.)2  Title  II  (effective  date,  January 
1,  1950)  was  the  long  term  feature.   The  principle  provisions  were: 

1.  A  new  formula  for  computing  parity. 


^Murray  R.  Benedict,  Can  We  Solve  the  Farm  Problem,  p.  397. 
^United  States  Statutes  at  Lar^e.  80th  Congress,  2nd  Session 
(1948),  p.  1247. 
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2.  A  more  flexible  program  for  price  supports  to  replace  the 
fixed  percentages  of  parity  provided  in  the  war  and  post- 
war legislation. 

The  revised  parity  formula  provided  that  parity  for  any  agri- 
cultural commodity  would  be  adjusted  base  price  for  the  commodity 
multiplied  by  the  parity  index  as  of  the  date  of  computation.   The 
adjusted  base  price  was  the  average  price  received  by  farmers  for 
the  commodity  during  the  ten  years  preceeding,  divided  by  the  ratio 
of  the  general  level  of  prices  received  by  farmers  in  this  ten  year 
period  to  the  general  level  of  prices  received  by  farmers  in  the 
period  January  1910  to  December  1914. 2 

The  long-term  features  of  the  Act  of  1948  reflected  the  think- 
ing of  those  who  wanted  to  see  a  return  to  a  more  free  economy  and 
less  dependence  on  government.  But  there  were  no  major  changes  in 
the  system  for  allocating  the  "right  to  plant  and  market"  in  the 
1948  Act. 

Agricultural  Act  of  1949.  After  the  beginning  of  World  War 
II,  seeded  wheat  acreage  increased  from  63  million  acres  in  1939 
to  84  million  acres  in  1949,  and  wheat  production  increased  from 
741  million  bushels  in  1939  to  1,359  bushels  in  1949. 3  With  this 
increase  in  production  and  decrease  in  demand  for  wheat,  farmers 
again  needed  a  more  rigid  government  program.  The  Agricultural  Act 
of  1949  retained  major  acreage  allotment  features  of  earlier  Acts 


Murray  R.  Benedict,  Farm  Policies  of  the  United  States,  1790- 
1950,  p.  475. 

2Loc.  cit. 
5Ibid.,  p.  496. 
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in  an  effort  to  reduce  the  large  surplus  of  agricultural  commodities 
and  support  falling  prices. 

The  new  Act  retained  the  principle  flexible  price-support 
features  of  the  Act  of  1948,  but  modified  the  levels  of  support. 
For  wheat,  the  range  of  price  support  was  specified  from  77  to  90 
per  cent  of  parity  on  supplies  ranging  from  102  to  130  per  cent  of 
normal.'1' 

Parity  was  again  modified  to  raise  the  level  of  support  prices. 
Wages  to  hired  labor,  taxes,  and  interest  were  included  in  comput- 
ing prices  paid.   "New  parity"  price  of  any  agricultural  commodity 
could  not  be  less  than  "old  parity".   Parity  was  computed  by  the 
method  used  prior  to  the  enactment  of  the  Agricultural  Act  of  1949. 
For  any  particular  basic  commodity  the  old  formula  would  apply  if 
it  was  higher  than  the  new, 

Korean  Conflict.  Acreage  restrictions  were  again  eliminated 
with  the  beginning  of  the  Korean  conflict.  Because  of  the  increased 
demand  for  wheat,  prices  rose  and  remained  at  a  high  level  during 
this  period. 

Agricultural  Act  of  1954.  With  cessation  of  the  hostile  act- 
ivities flexible  price  supports  and  acreage  restrictions  were  again 
put  into  operation.   The  allotment  features  were  basically  the  same 
as  the  Agricultural  Act  of  1938  which  designated  the  acreage  allot- 
ments and  marketing  quotas.  Acreage  allotments  have  been  in  effect 


nJnited  States  Statutes  at  Large.  81st  Con  ress,  2nd  Session, 
(1949),  p.  1051. 
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for  the  years  1938  to  1943,  1950  to  1951,  and  1954  to  1958  inclus- 
ive.1 

Soil  3ank  Act  of  1956,   In  the  late  spring  of  1956  the  Soil 
Bank  Act  was  passed.   The  purpose  of  this  Act  was: 

....  to  protect  and  increase  form  income,  to  protect 
the  national  soil,  water,  and  forest  and  wildlife  resources 
from  wa3te  and  depletion,  to  protect  interstate  and  foreign 
commerce  from  the  burdens  and  obstructions  which  result  from 
the  utilization  of  farmland  for  the  production  of  excessive 
supplies  of  agricultural  commodities,  and  to  provide  for  the 
conservation  of  such  resources  and  an  adequate,  balanced  and 
orderly  flow  of  such  agricultural  commodities  in  interstate 
and  foreign  commerce.   To  effectuate  the  policy  of  Congress 
and  the  purposes  of  this  title,  programs  are  herein  authorized 
to  assist  farmers  to  divert  a  portion  of  their  cropland  from 
the  production  of  excessive  supplies  of  agricultural  commodi- 
ties, and  to  carry  out  a  program  of  soil,  water,  forest  and 
wildlife  conservation.   The  activities  authorized  under  this 
title  are  supplementary  to  the  acreage  allotments  and  market- 
ing quotas  authorized  under  the  Agricultural  Adjustment  Act 
of  193G,  as  amended,  and  together  with  such  acreage  allotments 
and  marketing  quotas,  constitute  an  over-all  program  to  prevent 
excessive  supplies  of  agricultural  commodities  from  burdening 
and  obstructing  interstate  and  foreign  commerce.2 

The  objectives  of  the  Soil  Ban*  are  to  reduce  the  flow  of  sur- 
plus commodities  into  government  and  non -government  storage.  Sec- 
ondly, to  increase  on-the-farm  conservation. 

The  benefits  from  the  Soil  Bank  program  included  strengthen- 
ing the  economic  position  of  the  farmer  through: 

(1)  Payments  to  replace  net  income  farmers  would  have  earned 
from  average  production  on  acres  put  in  the  Soil  Bank. 

(2)  New  stability  for  farmer's  markets  through  a  working  pro- 
gram to  bring  surplus  under  control. 


^Benedict  and  Stine,  o£.  cit.,  pp.  113,  115  and  117. 
Agricultural  Handbook,  No.  113,  U.  S.  Government  Printing 
Office,  p.  93. 
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(3)  Protect  against  crop  failure. 

(4)  Increase  future  productive  capacity  of  land  removed  from 
production. 

Summary  of  Production  Control  Legislation 
of  1933  and  193C 

The  main  objective  of  the  scheme  of  1933  and  1938  was  to  reg- 
ulate the  acreage  of  certain  basic  crops.  Acreage  allotments  were 
established  as  a  means  of  carrying  out  this  objective  with  certain 
benefits  to  participating  farmers.  Therefore,  allotments  were  to 
serve  three  general  purposes:  (1)  reduce  production,  thus  raising 
farm  prices  and  income;  (2)  reduce  the  misuse  of  soil;  and  (3) 
serve  as  a  basis  for  making  government  payments  to  cooperators.^ 

As  shown  in  Table  3,  there  has  been  some  reduction  of  wheat 
acreage  under  allotment  programs.  The  period  free  of  acreage  re- 
striction, 1931  to  1933,  shows  an  average  acreage  seeded  of  67.2 
million  acres  compared  to  the  period  of  acreage  restriction,  1940 
to  1942,  with  an  average  of  59.1  million  acres.  This  Is  a  reduc- 
tion of  8.1  million  acres  or  12  per  cent.  The  average  production 
during  1940  to  1942  was  909  million  bushels.  This  is  an  increase 
of  21  per  cent  or  159  million  bushels  over  the  average  production 
of  750  million  bushels  from  1931  to  1933. 


1The  Soil  Bank  for  1957,  united  States  Department  of  Agricul- 
ture, p.  2. 

2Theodore  W.  Schultz,  The  hconomic  Organization  of  Agriculture, 
p.  350, 
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Table  3.  Effect  of  ;e  seeded  due  to  the  Agricul- 

tural  Adjustment  Acts. a 


Crop 


Acre&go  witi 
AAA 
1931*1933 

(000,000) 


ncr^a  ,c  v.-  «h 
AAA 
1940-1942 
(000,000) 


Reduction  : 
acreage   :  Reduction 
(000.000)  ;  per  cent 


Wheat 


67.2 


59.1 


8.1 


12 


aComputed  from  data  in  Agricultural  Statistics,  1952,  united 
States  Department  of  Agriculture. 


Table  4.   Effect  on  total  wheat  production  since  the  Agricul- 


tural Hujastiueut  Acts. 


a 


Crop 


: Production  without: 
:       AAA 
:      1931-1933 
:      (000,000) 


Production  with:  : 

aAA  :    Increase   I 

1940-1942      :    bushels      :    Increase 
(000,000)      ; (000,000)    :    per  cent 


Wheat 


750 


909 


159 


21 


Computed  from  data  in  Agricultural  Statistics,  1952,  United 
States  Department  of  Agriculture. 


With  land  input  restricted,  alternatives  were  cnosen  to  off- 
set this  effect.   This  was  accomplished  in  several  ways:   (1)  use 
of  fertilizers;  (2)  improved  crop  varieties;  (5)  better  crop  rota- 
tion and  soil  tillage  practices;  and  (4)  production  of  the  restricted 
crop  on  better  land.  However,  most  of  the  increase  in  the  latter 
period  is  probably  attributable  to  better  weather. 
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Table 

5. 

All 

wheat,  total  acreage 

seeded, 

average  yield  per 

acre 

,  and  total  roducti 

on  for  Ue 

.ited 

States,  1928- 

i  57 

fa,b 

/•ere  age    i 

Bushels 

seeded     : 

Bushels  per 

produced 

Year  of  harve 

at   : 

(000)     : 

see 

ded  acre 

(000) 

1928 

71,152 

12.9 

914,373 

1929 

67,177 

12.3 

824,183 

1.30 

67,559 

13.1 

886,522 

1931 

66,463 

14.2 

941,540 

1932 

66,281 

11.4 

756,307 

1933 

69,009 

6.0 

552,215 

1934 

64,064 

8.2 

526,052 

1935 

69,611 

9.0 

628,227 

1936 

73,970 

8.5 

629,880 

1937 

80,814 

10.8 

873,914 

1938 

78,981 

11.6 

919,913 

1939 

62,802 

11.8 

741,210 

1940 

61,820 

13.2 

814,646 

1941 

62,707 

15.0 

941,970 

1942 

53,000 

18.3 

969,381 

1943 

55,984 

15.1 

843,613 

1944 

66,190 

16.0 

1,060,111 

1945 

69,192 

16.0 

1,107,623 

1946 

71,578 

16.1 

1,152,118 

1947 

78,314 

17.4 

1,358,911 

1948 

78,345 

16.5 

1,294,911 

1949 

83,905 

13.1 

1,098,415 

1950 

71,287 

14.3 

1,019,389 

1951 

78,524 

12.6 

980,810 

1952 

78,645 

16.6 

1,298,957 

1953 

78,931 

14.8 

881,608 

1954 

62,539 

20.5 

790,737 

1955 

58,199 

19.8 

934,731 

1956 

60,747 

20.2 

1,004,272 

1957 

49,919 

21.7 

947,102 

Agricultural 

Statistics,  1952 

and 

1956,  Jnited 

States 

Department 
bCrop 

of 

Agriculture. 

ProductI 

on,  Annual  Summary, 

1954-1957 

,  United  States 

Department 

of 

Agriculture. 
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nc  ai  and  all   .  :o*i 

Procedure 

The  present  administrative  proceuures  Tor  establishing  acreage 
allotments  in  accordance  with  the  Agricultural  Act  of  193S  as 
amended  by  t  I   rlcultural  Act  of  1954  is  reviewed  briefly  since 
a  later  section  deals  with  alternative  methods  of  allocation  of 
production  rights, 

National  Acreage  Allotment.  The  Secretary  of  Agriculture  must 
proclaim  the  national  acreage  allotment  for  the  succeeding  crop 
year  not  later  than  May  15  of  each  year,1  The  national  wheat  acre- 
age allotment  shall  be  determined  on  the  basis  of  national  average 
yields,  produce  an  amount  adequate,  together  with  the  estimated 
carry-over  at  the  beginning  of  the  marketing  year  for  the  crop  and 
imports,  to  have  available  a  supply  equal  to  a  normal  years  domes- 
tic consumption  and  exports  plus  (20)  per  cent.   The  national  acre- 
age allotment  for  wheat  for  any  year  can  not  be  less  than  f ifty- 

o 

five  million  acres. * 

Apportionment  of  National  Acreage  Allotment.   The  national 
acreage  allotment  for  wheat,  less  a  reserve  of  not  to  exceed  one 
per  cent,  shall  be  apportioned  by  the  Secretary  among  states  on 
the  basis  of  the  acreage  seeced  for  the  production  of  wheat  during 
the  ten  calendar  years  immediately  preceding  the  year  in  which  the 


^Agricultural  Adjustment  Act  of  1958,  as  amended,  Title  III, 
Subtitle  3,  Part  III,  Section  332. 
2 lb id.,  Section  333. 


30 


national  acreage  allotment  is  determined  with  adjustments  for  ab- 
normal weather  conditions  and  for  trends  in  acreage  during  such 
periods.  The  one  per  cent  set  aside  for  reserve  shall  be  used  to 
make  allotmerte  to  counties  on  the  needs  because  of  reclamation 
and  other  new  areas  coming  into  production  during  the  ten  year 
period  the  national  allotment  is  computed. 

State  Acreage  Allotment,  The  state  acreage  allotment,  less 
a  reserve  not  to  exceed  three  per  cent,  shall  be  apportioned  among 
the  counties  in  the  state  on  the  basis  of  the  acreage  seeded  for 
the  production  of  wheat  daring  the  ten  years  immediately  preceding 
the  year  in  which  the  notional  acreage  allotment  is  determined, 
with  adjustments  for  abnormal  weather  conditions  and  trends,2 

Abnormal  Weather  Adjustments.  The  adjustments  are  for  wheat 
which  could  not  be  seeded  because  of  continuous  wet  or  dry  weather, 
or  similar  circumstances  which  prevented  seeding.  For  each  year 
accepted  as  having  a  low  acreage  because  of  abnormal  weather,  the 
acreage  plus  credit  for  such  year  is  adjusted  upward  to  the  smaller 
of  (1)  90  per  cent  of  the  acreage  for  the  most  recent  previous  year 
not  affected  by  abnormal  weather,  or  (2)  110  per  cent  of  the  ad- 
justed average  acreage  for  the  10  year  period  preceding  such  normal 
year.3 

Historic  Shares  of  the  National  Wheat  Allotment 
Introduction  of  any  plan  to  regulate  plantings  or  production 


^Ibid.,  Section  334  (a). 
^Loc'.  cit. 
3Loc.  cit. 
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of  wheat  is  sure  to  s  itition  for  the  right  to  plant 

and  market.  This  is  tru  1         >le  right  as  farmers  immediately 
recognize.  Similarly,  any  proposals  to  change  the  basis  for  alloca- 
ting allotments  are  certain  to  be  controversial,  for  it  is  almost 
sure  that  in  the  change  someone  will  gain  and  someone  will  lose. 
It  is  with  this  in  mind  that  a  review  of  the  historic  allocation 
of  wheat  allotments  is  begun.  Given  the  valuable  nature  of  the 
farm  allotment  and  therefore  the  jealous  guara     J  allotment 
rights  plus  the  use  of  a  historic  base  under  provisions  essentially 
unchanged  since  1338,  considerable  stability  in  allotments  is  antic- 
ipated over  time  botv/een  states  or  regions. 

Data  in  Table  6  show  the  wheat  acreage  allotment  and  the  per- 
centage of  the  national  wheat  acreage  allotment  for  each  state  in 
selected  years  beginning  in  1933.  The  change  in  the  proportion  of 
the  national  wheat  allotment  in  most  states  has  been  small  from 
1933  to  1988*  Almost  oomplete  stability  was  the  rule,  1938  to  1942 
and  1954  to  1958.  The  greatest  change  occurred  from  the  last  pre- 
war year  allotments  were  in  effect,  1942,  to  the  first  year  they 
were  fully  reestablished,  1954,  Yet  in  that  period,  only  Colorado 
sho?/s  a  change  of  more  than  two  per  cent,  from  2.3  to  4,6  per  cent 
of  the  total,  Kansas  declined  from  20,4  to  18,9  per  cent  while 
Minnesota  also  had  a  marked  decrease,   Texas,  Oklahoma,  and  Montana 
had  moderate  increases  resulting,  like  that  of  Colorado,  from  new 
land  put  into  production  and  new  historic  base  acreages  established 
in  the  war  period. 

It  is  widely  believed  by  farmers,  in  Kansas  at  least,  that 
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Cornbelt  and  Southeastern  states  have  made  major  Inroads  on  the 
allotments  of  the  Great  Plains  states.   This  is  thought  to  have 
occurred  as  producers  shifted  to  wheat  from  corn  and  cotton  because 
of  acreage  restrictions  on  those  crops.   Data  of  Table  6  are  diffi- 
cult to  appraise  regionally •  But  -when  selected  states  are  grouped 
by  related  areas  as  seen  in  Table  7,  the  shift  in  wheat  allotments 
is  more  clearly  defined.  Wheat  allotments  in  acres  and  percentages 
on  selected  Cornbelt,  Great  Plains,  and  Western  states  for  specified 
years  are  shown.  The  percentage  change  in  the  various  regional 
shares  of  the  total  allotment  between  1942  and  1954  is  as  follows! 
Cornbelt  states,  -3.0  per  cent;  Great  Plains,  /3.2  per  cent;  and 
Western  states,  /2.3  per  cent. 

The  groupings  are  arbitrary.   Several  states  could  be  added 
to  one  group  or  the  other,  but  the  results  could  hardly  be  changed 
materially.   It  is  significant  that  wheat  allotments  are  consist- 
ently down  in  the  Cornbelt  states.  Also,  in  the  years  shown,  91.9 
to  94.4  per  cent  of  the  national  allotment  is  accounted  for  in  the 
20  states  shown,  and  the  figure  is  increasing.   The  inroads  being 
made  by  southern  states  are  almost  inconsequential  at  the  farm 
level.  For  example,  the  cumulative  acreage  increase  in  allotment, 
1938  to  1958  for  Alabama,  Louisiana,  Mississippi,  and  South  Carolina 
is  47,100  as  seen  in  Table  6.   If  all  these  increased  acres  were 
allocated  in  1958  to  the  120,14a1  Kansas  farms,  the  average  increase 
would  be  .39  acres  per  farm. 


Farm  Facts.  Kansas  State  Board  of  Agriculture,  1956-1957, 
p.  10. 
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Also  of  interest  in  a  discussion  of  allotment  stability  is 
the  intertemporal  movement  of  allotments  in  Kansas,  the  state  with 
the  largest  share  of  the  national  allotment.   In  Figure  1,  the 
state  is  divided  into  approximately  three  equal  sections;  Eastern, 
Central  and  Western.  The  three  areas  chosen  may  be  classified 
according  to  rainfall.   The  Eastern  section  is  the  heavy  rainJSLl 
area  with  30  to  45  inches  of  rain;  Central  section,  medium  rainfall 
of  20  to  30  inches;  and  the  Western  section,  light  rainfall  of  10 
to  20  inches. 

In  Table  10  the  data  show  the  per  cent  each  area  has  of  the 
total  state  allotment  from  1943  to  1958.   The  largest  share  of  state 
allotment  is  received  by  the  Central  district  with  49.1  per  cent 
as  of  1958.  The  Western  and  Eastern  districts  follow  with  39.2  and 
11.7  per  cent  respectively.  Prom  the  period  1943  to  1951,  the 
state's  portion  of  the  national  wheat  allotment  changed  and  there 
was  also  a  transition  within  the  state.   In  the  Eastern  section  the 
share  of  the  wheat  allotment  dropped  one  per  cent,  while  during 
this  same  period  the  Central  section  remained  stable  and  the  West- 
ern section  increased  Its  share  of  the  state  allotment  by  1.4  per 
cent,  mostly  through  addition  of  new  lands  formerly  In  grass. 

Since  1951  the  Eastern  section's  share  has  remained  stable 
with  a  one-tenth  per  cent  Increase.   The  Central  and  Western  sections 
share  rose  until  1955  and  1956,  but  since  has  had  a  slight  decline. 


40 


Region 

Eastern   : 

Central   : 

Western 

12.7 

48.6 

38.7 

11.6 

48.2 

40.1 

11.5 

48.7 

39.8 

11.5 

48.7 

39.-8 

11.5 

49.3 

39.2 

11.6 

49.1 

39.3 

11.7 

49.1 

39.2 

Table  10.  Per  cent  of  state  wheat  allotment  for  specified 
years,  by  regions. a 

Year 

1943 
1951 
1954 
1955 
1956 
1957 
1958 


aState  ASC  office,  Manhattan,  Kansas. 

Regional  Trends  in  VJheat  Acreage  and  Production 

Allotment  trends  and  acreage  seeded  are  also  of  interest  for 
the  regional  groups  of  Tables  7  and  8.  Especially  in  the  Cornbelt 
states,  acreage  seeded  has  not  declined  in  the  same  iray  as  allot- 
ment shares.  The  allotment  share  of  the  Cornbelt  states  has  dec- 
lined by  four  per  cent  from  1938  to  1957  while  the  seeded  acreage 
for  the  same  period  has  only  declined  by  four-tenths  of  one  per 
cent.   This  difference  may  have  been  a  result  of  the  fifteen  acre 
privilege  in  which  a  producer  with  no  allotment  or  an  allotment  of 
less  than  fifteen  acres  could  plant  fifteen  acres  of  wheat  without 
paying  a  penalty  for  exceeding  his  allotment. 

A  similar  comparison  of  the  Great  Plains  states  shows  a  three 
per  cent  increase  in  their  wheat  allotment  but  a  decline  of  five 
per  cent  in  acreage  seeded.   Most  of  the  decline  is  contributed  to 
extremely  dry  weather  and  the  effect  of  the  acreage  reserve  phase 
of  the  soil  bank  for  wheat. 

In  the  Western  states  there  has  been  a  definite  correlation 
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between  allotment  and  acreage  seeded.  For  example,  In  1942  the 
allotment  was  7,258,000  acres  and  acreage  seeded,  7,248,000  acres. 
Similarly,  in  1954  the  allotment  was  9,638,000  acres  and  9,943,000 
acres  were  planted.  With  the  exception  of  1956,  the  allotment  and 
acreage  seeded  has  been  similar*  The  small  number  of  producers 
and  the  stable  weather  condition  of  that  region  have  no  doubt  con- 
tributed to  this  relationship. 

In  the  Combe It  group,  production  and  allotment  has  not  moved 
in  the  same  direction  as  seen  in  Tables  7  and  9.  While  the  allot- 
ment has  declined  four  per  cent,  contribution  to  total  production 
has  increased  one  and  a  half  times  the  allotment  share  or  21.4  per 
cent. 

The  opposite  is  true  of  the  Great  Plains  area.  The  allotment 
has  increased  about  three  per  cent  since  1938,  making  it  65  per 
cent,  but  the  contribution  of  this  area  is  less  than  50  per  cent 
of  total  production. 

The  allotment  in  the  Western  states  has  increased  slightly, 
but  as  in  the  Combe It  section,  the  contribution  to  total  produc- 
tion Is  one  and  a  half  times  their  per  cent  of  the  United  States 
allotment  or  24.1  per  cent. 

The  regional  disparities  between  shares  of  the  national  acre- 
age allotment  and  shares  of  production  lend  the  Impression  that  a 
shift  to  a  program  where  allotments  were  on  a  production  basis  would 
be  especially  favorable  to  Eastern  and  Western  regions.  However, 
since  present  legislation  permits  marketing  all  production  from 
alloted  acres,  and  since  yields  per  acre  are  highest  in  regions 
other  than  the  Great  Plains,  those  regions  now  have  the  advantage 
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they  would  appear  to  get  from  changing  to  a  bushel  allotment  basis. 
ALLOCATIONS  OP  A-bLOTMENTS  UNDER  A  PROPOSED  PROGRAM 
Domestic  Parity  Plan 

In  recent  years  farm  groups  have  recommended  various  agricul- 
tural programs.  One  such  program  that  has  gained  national  atten- 
tion is  the  "Domestic  Parity  Plan  for  Wheat".1  This  particular 
program  has  had  the  support  of  the  National  Wheat  Grower's  Assoc- 
iation and  the  National  Grange.   Only  the  principal  points  of  the 
program  are  discussed  here. 

As  recommended  by  the  producer  groups,  the  Secretary  of  Agri- 
culture would  determine  at  the  beginning  of  each  marketing  year  the 
amount  of  wheat  to  be  used  domestically  for  food.  The  amount  so 
determined  would  be  the  national  domestic  marketing  allotment. 
The  domestic  marketing  allotment  would  be  apportioned  among  the 
states  and  counties  on  the  basis  of  production  history  with  adjust- 
ments for  abnormal  weather  conditions  and  for  trends  in  production. 
The  county  allotments  would  be  apportioned  to  the  individual  farms 
by  the  same  method  as  presently  used  for  establishing  farm  wheat 
acreage  allotments.  Under  present  legislation  acreage  allotments 
are  established  on  the  basis  of  the  ten-year  average  immediately 
preceding  the  year  in  which  the  national  acreage  allotment  is  det- 
ermined. For  example,  the  ten-year  period  considered  in  determining 


•^The  program  is  outlined  in  some  detail  in  a  paper  prepared 
by  the  Wheat  Committee,  and  unofficial  producers  group  representing 
the  National  Grange,  the  Oregon  Wheat  Growers  League  and  others, 
and  entitled,  Domestic  Marketing  Program  for  Wheat,  January  5,  1956. 
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the  1958  acreage  allotment  was  1947  to  1956* 

Domestic  marketing  certificates  would  be  issued  to  each  farm 
covering  a  specified  number  of  bushels  of  wheat  equal  to  the  dom- 
estic marketing  allotment  established  for  each  farm.   The  per-bushel 
value  of  each  certificate  would  be  equal  to  the  difference  between 
parity  price  and  the  estimated  national  average  farm  price  for 
wheat • 

Errors  made  in  determining  the  amount  of  wheat  ussd  domesti- 
cally for  food  or  in  the  estimated  seasonal  average  farm  price 
would  be  adjusted  in  determining  the  marketing  allotment  and  the 
per-bushel  value  of  the  certificates  for  the  next  marketing  year. 

Individuals  making  first  sales  into  the  domestic  market  or 
those  importing  wheat  would  be  required  to  purchase  marketing  cer- 
tificates from  the  Commodity  Credit  Corporation  covering  the  wheat 
equivalent  of  the  product  sold  or  imported  for  food  purposes.  The 
sale  of  domestic  marketing  certificates  to  processors  would  be  a 
means  of  deriving  revenue  for  making  payments  to  farmers  for  their 
domestic  marketing  certificates. 

Although  the  acreage  restriction  feature  had  been  absent  in 
earlier  proposals,  the  supporters  of  this  program  agreed  to  the 
possible  necessity  for  retaining  the  price  support  and  acreage 
allotment  principle  to  protect  against  unforseen  decline  in  prices 
and  over-expansion  of  wheat  production. 

Domestic  Pood  Quota 

A  similar  domestic  parity  plan  for  wheat  has  been  proposed 
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in  the  Senate  by  Senator  Prank  Carlson  of  Kansas  and  others.1 

The  domestic  marketing  allotment  of  the  domestic  parity  plan 
and  the  "Domestic  Pood  Quota"  as  it  was  called  in  the  Carlson 
amendment  are  synonymous  and  would  be  derived  in  the  same  manner. 
The  domestic  food  quota  less  a  reserve  of  not  to  exceed  one  per 
cent  would  be  apportioned  among  the  several  states  on  the  basis  of 
total  production  of  wheat  in  each  state  during  the  five  years  imme- 
diately preceding  the  calendar  year  the  quota  is  proclaimed,  with 
adjustments  for  adverse  weather  conditions  and  trends  in  production. 
This  portion  of  the  Carlson  amendment  deviates  from  that  of  the 
domestic  parity  plan.  In  the  domestic  parity  plan  the  domestic 
allotment  would  be  apportioned  among  the  states  on  the  basis  of 
total  production  of  wheat  during  a  ten  year  period  immediately 
preceding  the  year  in  which  allotment  is  determined  instead  of  a 
five  year  average  as  outlined  above.   This  difference  in  determine 
ing  the  national  food  quota  also  applies  in  determining  each  state's 
food  quota. 

ALTERNATIVE  METHODS  OP  ALLOTMENT  ALLOCATION 

Comparison  of  Ease  Periods 

This  section  is  concerned  with  alternate  methods  of  allocating 
allotments.   The  crucial  issue  of  the  bushel  allotment  plan  for 
producers  is  "How  will  I  be  affected?",  or  for  Legislators,  "How 


^An  amendment  to  S.  3183,  84th  Congress,  2nd  Session,  February 
14,  1356,  as  proposed  by  Senator  Frank  Carlson  of  Kansas  and  others. 
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will  my  state  be  affected?"  Analysis  cf  these  questions  begins 
with  consideration  of  the  proposed  allotment  allocation.  Since 
the  domestic  allotment  as  usually  discussed,  is  apportioned  on  the 
basis  of  total  production,  production  data  are  examined  for  state 
allocations  and  percentages. 

Base  acreages  for  each  state  would  be  computed  or.  the  ten-year 
average  as  proposed  in  the  domestic  parity  plan  or  on  the  five-year 
average  as  suggested  by  the  Carlson  amendment.   Average  production 
for  each  state  and  per  cent  of  United  States'  production  for  the 
two  periods  is  shown  in  Table  11,  columns  1  to  4.   The  percentages 
in  columns  2  and  4,  Table  11,  show  each  state's  share  of  the  base 
production  and  would  be  used  to  compute  shares  of  the  domestic 
food  quota. 

Since  the  domestic  quota  would  have  a  higher  unit  price  than 
the  balance  of  total  production,  producers  in  Illinois,  Michigan, 
Missouri,  Montana,  Idaho,  and  Washington  would  prefer  the  five- 
year  average  as  the  base  since  their  per  cent  of  United  States  pro- 
duction is  greater  during  this  period.  Montana  would  receive  the 
largest  increase,  1.4  per  cent.   States  with  a  small  increase  of 
.1  to  .3  per  cent  under  the  shorter  base  include  New  York,  Pennsyl- 
vania, Ohio,  Kentucky,  North  Carolina,  Mississippi,  Indiana,  and 
Oregon. 

The  states  with  smaller  shares  under  the  five-year  average 
would  be  North  Dakota,  Kansas,  Oklahoma,  Texas,  and  Colorado. 


%o  adjustment  in  production  for  abnormal  weather  or  trends 


in  production. 
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Texas  would  have  the  greatest  decrease,  1,9  per  cent,  followed  by 
Kansas  with  a  decrease  of  .8  per  cent  compared  with  the  ten-year 
average,  Minnesota,  Iowa,  South  Dakota,  and  New  Mexico  would  have 
a  slight  reduction  in  percentage,  ranging  from  .1  to  .2.   The  re- 
maining states  would  be  unaffected  by  the  two  production  bases. 

As  shown,  a  group  of  Cornbelt  states  and  Northwestern  states 
would  have  reson  to  favor  the  five-year  base.  North  Dakota,  Kansas, 
Oklahoma,  Texas,  and  Colorado,  the  Great  Plains  area,  would  tend 
to  favor  the  ten-year  plan  for  the  same  reasons. 

Those  states  noted  above  which  are  most  adversely  affected  by 
the  five-year  base  period  are  also  most  often  adversely  affected 
by  abnormal  weather  conditions.   In  most  of  the  period  1951  to  1955, 
drought  was  severe  in  some  or  all  of  these  states.   Some  upward 
adjustment  in  base  production  may  be  possible  under  administrative 
regulations  which  would  be  set  up,  but  these  are  not  likely  to 
change  the  general  pattern.   For  example,  to  increase  Texas'  per 
cent  of  contribution  to  the  United  States  by  .1  per  cent  for  the 
five-year  period,  it  would  be  necessary  to  increase  the  average 
production  by  1,077,946  bushels  or  4  per  cent  of  Texas'  original 
production.   It  is  not  likely  that  an  adjustment  could  be  made  to 
bring  Texas'  share  of  the  five-year  average  up  to  her  share  of  the 
ten-year  average.  To  achieve  this  an  82  per  cent  increase  in  the 
five-year  average  would  be  necessary. 

Under  present  administrative  procedure  for  adjusting  1958 
marketing  quota  if  the  yield  in  any  year  of  the  ten-year  period 
is  less  than  75  per  cent  of  the  average  of  the  remaining  nine  years 
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such  year  is  eliminated.  If  any  yield  is  below  90  per  cent  of  the 
unadjusted  ten-year  average  but  has  not  been  eliminated  because  of 
the  75  per  cent  provision,  it  is  considered  to  be  low  due  to  abnor- 
mal weather  conditions  and  is  adjusted  up  to  90  oer  cent  of  the 
unadjusted  ten-year  average.  Any  yield  in  excess  of  111  per  cent 
of  the  unadjusted  ten-year  average  is  considered  to  be  high  due  to 
abnormally  favorable  weather  conditions.   In  such  cases  the  yields 
for  such  years  are  reduced  to  111  per  cent  of  the  unadjusted  ten- 
year  average. 

In  Table  12  is  the  raw  domestic  allotment  based  on  total  pro- 
duction for  each  state  as  proposed  by  the  domestic  parity  plan  and 
the  Carlson  amendment •   The  proposed  national  domestic  allotment 
is  the  amount  of  wheat  to  be  used  domestically  for  food.  Each 
state  would  share  in  the  domestic  allotment  in  proportion  to  its 
contribution  to  total  production.  The  estimated  national  allotment 
would  be  473,961,000  bushels.  To  determine  each  state's  allotment, 
the  per  cent  of  contribution  to  the  bases,  Table  11,  was  multiplied 
by  the  national  allotment.   Kansas'  share  of  the  allotment  for  the 
five-year  base  would  be  77,730,000  bushels,  while  the  allotment  for 
the  ten-year  base  would  be  83,417,000  bushels,  or  an  increase  of 
4,287,000  bushels.   There  are  134,494  wheat  allotments  in  Kansas.2 
Therefore,  the  ten-year  domestic  allotment  plan  would  increase  each 
Kansas  allotment  by  an  average  of  42.3  bushels.   Since  the  price 
received  by  the  farmer  would  be  parity  ($2.37  per  bushel)  on  this 


■•■Raw  allotment  is  defined  as  the  allotment  without  adjustments 
for  abnormal  weather  or  trends  in  production. 
2State  ASC  office,  Manhattan,  Kansas. 
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Table  12.  Domestic  allotment  and  ad. 

justed  domestic  allotment 

for  wheat  by 

five  and  ten 

year  periods , 

1951-1955, 

1; 

346-1355,  for  specified  states. a 

Domestic 

allotment 

Adj.  Dorr.es tic  Allotment 

5  year 

:   10  year  : 

5  year   : 

10  year 

aver  a 

:  average 

average   : 

average 

State 

:  bu.  (000) 

:  bu.  (000)  ' 

:  bu.  (000)  : 

bu.  (000) 

New  York 

5,214 

4,740 

3,792 

2,844 

New  Jersey 

948 

948 

474 

474 

Pennsylvania 

8,531 

J57 

4,740 

4,266 

Ohio 

21,802 

21,328 

18,958 

17,063 

Indiana 

16,115 

14,693 

15,167 

13,271 

Illinois 

20,380 

16,589 

21,802 

17,537 

Michigan 

15,167 

13,271 

13,271 

10,901 

Wisconsin 

948 

948 

-.;- 

•is- 

Minnesota 

6,635 

7,583 

6,635 

6,635 

Iowa 

948 

1,896 

948 

1,422 

Missouri 

16,115 

13,271 

14,693 

11,375 

North  Dakota 

46,448 

49,766 

47,870 

52,610 

South  Dakota 

15,641 

16,588 

15,641 

17,063 

Nebraska 

33,651 

33,651 

36,021 

36,495 

Kansas 

77,730 

1  1,521 

83,417 

89,105 

Delaware 

474 

474 

474 

474 

Maryland 

2,370 

2,370 

1,896 

1,896 

Virginia 

3,318 

3,318 

1,896 

1,896 

3t  Virginia 

474 

474 

Jt 

-::- 

North  Carolina 

3,318 

2,844 

2,370 

1,696 

South  Carolina 

1,422 

1,422 

948 

948 

C-eorgia 

948 

948 

948 

474 

Kentucky 

2,370 

1,696 

1,896 

1,422 

Tennessee 

1,8  M 

1,696 

948 

948 

Alabama 

• 

• 

■A- 

* 

Mississippi 

474 

■» 

-::- 

-::■ 

Arkans  as 

474 

474 

474 

* 

Oklahoma 

27,490 

30,334 

2c, 438 

31,755 

Texas 

10,901 

19,906 

10,901 

20,854 

Montana 

42,656 

36,021 

45,500 

3b, 86 5 

Idaho 

18,958 

16,589 

18,958 

16,589 

Wyoming 

2,370 

2,370 

2,370 

2,370 

Colorado 

15,641 

17,063 

16,115 

18,484 

New  Mexico 

474 

948 

474 

948 

Arizona 

474 

474 

474 

* 

Utah 

3,318 

3,318 

2,844 

2,370 

Nevada 

.;;. 

-::- 

• 

-:;- 

Washington 

32,229 

30,334 

35,073 

33,177 

Oregon 

12,797 

11,375 

13,271 

11,849 

California 

4,740 

4,740 

4,740 

4,740 

United  States 

473,961 

473,961 

473,961 

473,961 

*Less  than  ,1  per  cent  of  United  States  allotment* 

i 

aComputed  from  data  compiled  In  Table  11. 
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portion  of  his  wheat  production,  the  increased  income  would  be 
approximately  $100.25. 

Adjusted  Five-Year  and  Ten-Year  Bases 

The  second  comparison  arises  from  a  question  of  the  feasibil- 
ity of  allocating  the  right  to  market  wheat  for  domestic  food  use 
on  the  assumption  that  each  state  markets  the  same  proportion  of 
its  production  for  that  use.  Not  all  wheat  produced  enters  into 
the  marketing  channels  as  the  results  of  leakages  of  varying  pro- 
portions for  other  uses.  The  amount  of  wheat  fed  on  the  farm  where 
grown  and  that  sold  to  other  farmers  for  livestock  varies  among 
the  states.   Secondly,  differences  in  seeding  rates  and  in  yields 
cause  the  proportion  of  wheat  production  used  for  seed  to  vary. 
Another  factor  involved  is  the  amount  of  wheat  used  on  the  farm 
where  grown.  Of  these  factors,  differences  among  states  in  the 
proportion  and  quantity  of  production  fed  to  livestock  is  the  most 
important.  An  indication  of  the  location  of  most  of  the  wheat  not 
marketed  is  .^iven  by  Figure  2. 

These  other  uses  have  been  deducted  from  the  five  and  ten-year 
gross  averages  of  columns  1  and  2,  Table  11.   The  result  is  an  ad- 
justed net  base  for  each  state  for  each  period  as  shown  in  columns 
5  and  7,  Table  11,  and  an  adjusted  per  cent  of  contribution  to 
total  production  for  each  state  as  shown  in  columns  6  and  8.  The 
adjusted  net  base  may  be  defined  as  the  amount  of  wheat  for  domestic 
food  use,  export,  and  government  storage.  Producers  not  intending 
to  market  and  with  no  history  of  selling  for  food  use  would  not 
have  a  historic  right  in  the  domestic  market  or  a  desire  for  a 
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certificate  in  most  cases. 

A  comparison  between  column  2  (five  year  average  gross  pro- 
duction) and  column  6  (five  year  adjusted  production)  of  Table  11, 
indicates  the  effect  of  the  reductions  in  base  production  for  quota 
purposes  due  to  the  use  of  wheat  for  seed,  livestock  feed,  and  home 
use.  New  York,  New  Jersey,  Pennsylvania,  Ohio,  Indiana,  Michigan, 
Wisconsin,  and  Missouri,  a  group  of  Cornbelt  and  Dairy  states, 
would  be  affectod  :  ore  severely  than  any  of  the  other  states.   The 
Cotton  states  of  Maryland,  Virginia,  '"est  Virginia,  North  Carolina, 
South  Carolina,  Kentucky,  Tennessee,  and  Mississippi,  wo^ld  also 
have  downward  adjustments  in  shares  of  the  food  quota,  as  would 
Utah. 

The  state  most  seriously  affected  by  the  adjustment  would  be 

< 

Pennsylvania  with  a  reduction  of  .8  per  cent  of  the  national  base 
production.   Ohio  and  Michigan  follow  with  a  reduction  of  .6  per 
cent  and  .4  per  cent  respectively.   The  remaining  states'  reduction 
ranges  from  .1  to  .3  per  cent. 

The  Great  Plains  states  of  Nebraska,  Kansas,  North  Dakota, 
Oklahoma,  and  Colorado  would  benefit  from  the  adjustment.  A  group 
of  Western  states,  Montana,  Washington,  and  Oregon,  would  also 
gain.  The  only  other  state  to  benefit,  not  la  the  two  regions,  is 
Illinois.   Kansas  would  receive  the, largest  increase,  1.2  per  cent, 
followed  by  Washington  and  Montana  with  ,6  per  cent  and  Nebraska, 
.5  per  cent.  The  range  of  increase  for  the  remaining  states  is  .1 
to  .3  per  cent.  As  before  the  Great  Plains  states,  Kansas,  Nebraska, 
Colorado,  Texas,  North  Dakota,  South  Dakota,  and  Oklahoma,  and  the 
Western  states,  Washington,  Oregon,  and  Montana,  would  also  benefit 
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by  use  of  the  ten-year  adjusted  average,  columns  7  and  8,  rather 
than  the  five-year  adjusted  average.   Illinois  also  had  an  increase. 
Kansas  had  the  largest  Increase,  a  1.6  per  cent.  North  Dakota, 
Nebraska,  Montana,  and  Washington  increased  .6  per  cent.   The  re- 
maining states  varied  from  .1  to  .3  per  cent. 

New  York,  New  Jersey,  Pennsylvania,  Ohio,  Indiana,  Michigan, 
Wisconsin,  Minnesota,  Iowa,  and  Missouri  had  reductions  in  per  cent 
when  compared  to  the  unadjusted  ten-year  average.   The  Cotton  states 
also  influenced  included  Maryland,  Virginia,  West  Virginia,  North 
Carolina,  South  Carolina,  Georgia,  Kentucky,  Tennessee,  and  Arkansas. 
States  in  other  regions  having  reduction  included  Arizona  and  Utah. 
The  greatest  reductions  were  in  Ohio,  .9  per  cent,  Pennsylvania, 
.8  per  cent,  Michigan,  .5  per  cent,  and  Missouri  and  New  York,  .4 
per  cent.  The  range  of  change  In  the  remaining  states  was  ,1  to 
•3  per  cent. 

A  further  comparison  can  be  made  betv/een  the  five-year  adjusted 
net  average  and  the  ten-year  adjusted  net  average.   Again,  the 
longer  production  period  favored  the  Great  Plains  states  of  North 
Dakota,  South  Dakota,  Nebraska,  Kansas,  Oklahoma,  Texas,  and  Colorado, 
Iowa  and  New  Mexico  also  benefited.   The  state  with  the  largest  In- 
crease was  Texas  with  2.1  per  cent.   Other  states  with  relatively 
large  increases  were  Kansas,  1.2  per  cent,  North  Dakota,  1.0  per 
cent,  Oklahoma,  .7  per  cent,  and  Colorado,  .5  per  cent.   The  remain- 
ing states  had  increases  of  .1  to  .3  per  cent. 

Those  regions  whose  per  cent  of  contribution  to  total  produc- 
tion is  less  for  the  ten-year  adjusted  net  production  include  the 
Cornbelt  and  Dairy  states,  Southern  states,  and  Western  states. 


Cornbelt  and  Dairy  states  include  lew  York,  Pennsylvania,  Ohio, 
Indiana,  Illinois,  Michigan,  and  Missouri.   The  Southern  states 
are  North  Carolina,  Kentucky,  Georgia.,  and  Arkansas.  Western  states 
are  comprised  of  Montana,  Iaaho,  Arizona,  Utah,  Washington,  and 
Oregon,  Montana,  would  have  the  greatest  reduction,  1.4  per  cent 
followed  by  Illinois  and  Missouri  of  the  Cornbelt  states  with  .9 
and  .7  per  cent,  r!ext  would  be  Michigan  and  Idaho  with  .5  per  cent 
and  Ohio,  Indiana,  and  Washington  with  ,4  per  cent.  The  remaining 
states  had  a  reduction  of  .1  to  .3  per  cent. 

As  seen  in  Table  11,  some  states  would  gain  and  some  would 
lose  in  the  gross  and  adjusted  production  periods  for  the  five  and 
ten  year  averages.   To  fully  analyze  the  regional  effects,  the 
states  are  grouped  into  three  areas,  Cornbelt,  Great  Plains  and 
Western  states,  Table  13. 

In  recent  years  weather  conditions  for  the  production  of  wheat 
have  been  more  favorable  in  the  Cornbelt  and  Western  states  than 
in  the  Great  Plains.  Any  program  based  on  total  production  such 
as  the  Carlson  amendment  would  be  prefered  by  the  Cornbelt  and  West- 
ern states.  With  the  shorter  base  these  states  would  receive  a 
larger  portion  of  the  national  allotment. 

If  a  domestic  wheat  allotment  was  derived  from  wheat  actually 
entering  into  marketing  channels  the  Great  Plains  and  Western  states' 
share  of  the  national  allotment  would  be  Increased  as  compared  to 
the  gross  production  (Table  13  and  Fig.  2). 

Reference  to  Table  13  shows  the  prospective  incone  effects  of 
the  adjustments  described  earlier.  While  data  are  In  bushels,  they 
can  be  easily  transposed  to  dollars  by  use  of  various  assumptions 
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about  the  per-bushel  value  of  a  domestic  allotment  certificate. 
If  that  value  were  50  cents  per  bushel,  the  Cornbelt  states  would 
prefer  the  ten-year  domestic  allotment  to  the  ten-year  adjusted 
domestic  allotment  because  of  the  additional  income  of  §7, 109,000, 
The  opposite  would  be  true  in  the  Great  Plains  and  Western  states 
where  their  income  would  be  decreased  by  |9, 273,000  and  $3,080,000 
respectively. 

The  Cornbelt,  Great  Plains,  and  Western  states  include  only 
half  of  the  wheat  producing  states  but  would  receive  approximately 
94.5  per  cent  of  the  national  allotment. 

ESTIMATED  PRODUCTION  ABOVE  THE 
TEN-YEAR  ADJUSTED  DOMESTIC  ALLOTMENT 

A  comparison  is  made  in  Table  14  between  the  ten-year  adjusted 
domestic  allotment  and  the  estimated  total  production  from  the  1958 
acreage  allotment  to  estimate  the  amount  of  wheat  not  affected  by 
the  national  domestic  allotment.   Column  1  indicates  the  1958  allot- 
ment as  announced  by  the  Secretary  of  Agriculture.  The  average 
yield  of  column  2  is  derived  from  a  ten  year  average,  1946  to  1955. 
Estimated  production  from  the  1958  allotment,  column  3,  is  the  mult- 
iplication of  column  1  by  column  2,  production  from  non-allotment 
wheat  land  not  considered.   The  adjusted  bushel  allotment,  column 
4,  Is  the  same  as  column  4,  Table  12.  The  method  of  computing  was 
explained  earlier.   Column  5  is  the  difference  between  the  estimated 
production  of  the  1958  allotment  and  adjusted  domestic  allotment. 

As  seen  in  column  5,  most  of  the  states'  estimated  production 
from  the  1958  allotment  would  exceed  the  adjusted  bushel  allotment 
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by  50  per  cent  or  more.  The  only  exceptions  are  Illinois,  Minnesota, 
Delaware,  Idaho,  Oregon,  and  California.  Even  these  states  have 
little  effect  on  the  total  United  States  production  estimated  at 
956,713,000  bushels.   The  difference,  after  deducting  the  adjusted 
bushel  allotment  of  473,961,000  bushels,  is  still  over  50  per  cent 
of  the  estimated  production  of  482,752,000  bushels. 

The  Domestic  Parity  Plan  and  Carlson  Amendment  recommend  acre- 
age allotments  be  continued.   If  acreage  allotments  are  continued 
under  present  legislation,  we  can  assume  wheat  production  would  be 
as  indicated  in  Table  14. 

The  disposition  of  wheat  In  the  adjusted  bushel  allotment, 
473,961,000  bushels,  is  not  a  problem  due  to  the  relatively  high 
inelastic  demand  for  domestic  wheat.   The  farmers  would  receive 
100  per  cent  of  parity  for  this  portion  of  their  production.  The 
remaining  portion,  482,752,000  bushels,  would  be  divided  among 
other  markets. 

There  are  principally  three  alternatives  for  disposing  of 
lower  priced  wheat:   livestock  feed,  export  to  other  countries, 
and  government  storage.  The  level  of  price  support  of  wheat  and 
programs  of  related  crops  would  determine  the  area  into  which  the 
grain  would  be  diverted. 
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SUMMARY  AND  eOlCLUSIOMS 

The  change  in  the  proportion  of  the  national  wheat  allotment 
in  most  states  has  been  small  from  1938  to  1958.   Almost  complete 
stability  was  the  rule  from  1938  to  1942  and  1954  to  1958.   In 
Kansas  the  wheat  allotment  by  regions  has  been  stable. 

The  Domestic  Parity  Plan  approaches  the  problem  of  production 
control  from  the  standpoint  of  output  rather  than  input,  as  in 
acreage  control. 

The  Carlson  amendment  proposed  that  states  should  share  in 
the  domestic  allotment  in  proportion  to  total  production  for  a  five- 
year  base.  A  producers  group  recommended  states  should  share  in 
the  domestic  allotment  in  proportion  to  a  ten-year  base. 

The  base  elected  for  the  domestic  allotment  plan  is  of  inter- 
est to  each  state.  A  comparison  of  the  five  and  ten-year  plan  for 
Kansas  revealed  an  estimated  additional  §100  Increase  in  income 
from  the  ten-year  base. 

Comparison  of  the  five  and  ten-year  proposals  revealed  regional 
effects.  The  Cornbelt  and  Western  states  would  receive  a  larger 
portion  of  the  domestic  allotment  under  the  five-year  base  as  com- 
pared to  the  ten-year  base.  Under  the  five-year  plan  the  Great 
Plains  states  would  receive  approximately  50  per  cent  of  the  nat- 
ional domestic  allotment.  The  Cornbelt  and  Western  states  would 
each  receive  approximately  25  per  cent. 

Because  of  the  insignificant  effect  upon  the  results,  adjust- 
ments for  abnormal  weather  were  not  made. 

As  each  state  does  not  market  in  the  same  proportion  to  pro- 
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duction,  adjustments  wore  made  to  determine  each  states'  3hare  of 
contribution  to  the  market.  All  states  were  affected.   The  Great 
Plains  and  Western  states  would  increase  their  share  of  the  national 
domestic  allotment  and  Cornbelt  states  would  decrease. 

Another  comparison  was  made  between  the  ten-year  adjusted  dom- 
estic allotment  and  the  estimated  total  production  from  the  1958 
acreage  allotment  to  determine  the  amount  of  wheat  not  affected  by 
the  national  domestic  allotment.   In  most  cases  estimated  produc- 
tion exceeded  the  domestic  allotment  by  100  per  cent* 
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The  economic  disturbance  created  by  World  War  I  and  the 
depression  of  the  1920' s  and  1930' s  influenced  the  attitudes  of 
fanners  and  the  general  public  on  the  role  of  federal  government 
in  agriculture. 

Since  World  War  I  various  approaches  have  been  made  to  con- 
trol the  production  of  wheat.  The  principal  approach  to  production 
controls  in  the  last  25  years  has  been  the  restriction  of  land. 

An  often  suggested  wheat  program  is  Domestic  Parity.   The 
domestic  parity  plan  for  wheat  would  establish  a  bushel  allotment 
based  upon  the  estimated  amount  of  wheat  to  be  used  domestically 
for  food.  The  domestic  marketing  allotment  would  be  apportioned 
among  states  on  the  basi3  of  production  history.  Marketing  certif- 
icates would  be  issued  to  farmers  in  proportion  to  their  contri- 
bution to  total  production.  The  value  of  these  certificates  would 
be  at  a  level  which  would  return  parity  price  to  the  farmers  for 
their  allotment. 

A  wheat  committee  recommended  that  total  production  be  deter- 
mined on  a  ten-year  average  and  Senator  Prank  Carlson  proposed 
total  production  be  determined  on  a  five-year  average. 

The  purpose  of  this  study  was  to  determine  what  each  state's 
allotment  would  be  under  the  five-year  and  ten-year  bases  of  pro- 
duction history  and  to  make  a  comparison  between  these  bases,  A 
further  comparison  was  made  to  determine  how  the  Cornbelt,  Great 
Plains  and  Western  regions  would  be  affected. 

Another  comparison  arises  from  a  question  of  the  feasibility 
of  allocating  the  right  to  market  wheat  for  domestic  food  use  on 


the  assumption  that  each  state  markers  the  same  proportion  of  its 
production  for  that  use.  Not  all  wheat  produced  enters  into  the 
marketing  channels  as  the  results  of  leakages  of  varying  proportions 
for  other  uses.  The  amount  of  wheat  fed  on  the  farm  where  grown 
and  that  sold  to  other  larners  for  livestock  varies  among  the 
states.   Secondly,  differences  in  seeding  rates  and  in  yields  cause 
the  proportion  of  wheat  production  used  for  seed  to  vary.  Another 
factor  Involved  is  the  amount  of  wheat  used  on  the  farm  where  grown. 

The  procedure  used  was  that  of  collecting  data  from  the  United 
States  Department  of  Agriculture  on  wheat  production  by  states  and 
for  the  United  States,  1946  to  1955.  Since  each  state  is  to  share 
in  the  domestic  allotment  in  proportion  to  contribution,  percentage 
of  contribution  was  computed.  This  percentage  times  the  estimated 
national  domestic  allotment  gave  the  domestic  allotment  for  each 
state.  The  estimated  national  domestic  allotment  was  determined 
by  the  average  domestic  human  consumption  from  1951  to  1955. 

Adjustments  in  total  production  for  wheat  fed  on  The  farm 
where  grown,  seed,  and  home  use  were  obtained  from  the  same  source 
as  the  history  of  production.   These  adjustments  were  deducted  from 
total  production  to  determine  each  state's  net  marketing  production. 

In  a  comparison  of  the  five  and  ten-year  bases  by  regions, 
the  Cornbelt  and  Western  states  would  increase  their  share  of  the 
national  domesfc  allotment  in  the  five-year  period  by  1.9  and  2.6 
per  cent  respectively.  The  Great  Plains  states  would  decrease  by 
4.5  per  cent. 

With  adjustments,  the  Great  Plains  states  would  increase  their 


share  of  the  national  domestic  allotment  by  2.3  and  3.7  per  cent 
for  five  and  ten-year  bases  respectively.  The  Western  states 
would  increase  by  1.3  per  cent  in  both  the  five  and  ten-year  period. 
Cornbelt  states  would  decrease  2.0  per  cent  under  the  five-year 
base  and  3.0  per  cent  under  the  ten-year  base. 

Because  of  the  ins ignif leant  effect  upon  the  results,  adjust- 
ments for  abnormal  weather  were  not  made. 
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